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SUBJ: EUROPEAN DEFENSE SPENDING TRENDS; MIN DEF OPTIMISTIC ON 
NEW DENMARK DEFENSE AGREEMENT 
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B. USNATO MSG 5463, DTG 081702Z OCT 76 

SUMMARY: DEFENSE MINISTER MOLLER IS STILL CONFIDENT THAT 
A DEFENSE AGREEMENT WILL BE CONCLUDED SHORTLY FOR A 
PERIOD OF SIX YEARS AND PRIVATELY, SURPRISINGLY, PREDICTS 
AN AVERAGE REAL INCREASE IN DEEENSE SPENDING OVER THE 
PERIOD OF THREE PERCENT ANNUALLY. END SUMMARY 

1. ON OCTOBER 15, MY ARMY ATTACHE CALLED ON DEEENSE 
MINISTERMOLLER TO DELIVER SECRETARY RUMSFELD'S LETTER 
OF OCTOBER 11, 1976. MOLLER, WHO HAD JUST RETURNED 
FROM OBSERVING THE U.S. MARINE AMPHIBIOUS EXERCISE 
"BONDED ITEM" ON THE WEST COAST OE JUTLAND, REMAINS 
OPTIMISTIC THAT NEGOTIATIONS ON A NEW SIX- YEAR DEEENSE 
AGREEMENT WILL BE CONCLUDED SHORTLY. HE ALSO TOLD 
ARMA THAT THE NEW AGREEMENT WILL CALL FOR AN AVERAGE 
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REAL TERMS OVER THE SIX- YEAR PERIOD. 

2. MINISTER MOLLER ADVISED US NOT TO PAY ANY ATTEN- 
TION TO THE RECENT CONTROVESY VENTILATED IN THE 
DANISH PRESS OVER WHETHER OR NOT THE CONSCRIPT PAY 
INCREASES, EINANCED EROM SOURCES OUTSIDE THE 
DEEENSE BUDGET, SHOULD BE INCLUDED IN "DEEENSE 
EXPENDITURES " EOR NATO STATISTICAL COMPARISON PUR- 
POSES. HE SAID THAT THE PLACEMENT OE THE EUNDS EOR 
THE PAY INCREASES OUTSIDE OE THE DEEENSE BUDGET 
ITSELF WAS AN INTERNAL POLITICAL EXERCISE TO 
PACIEY THE RADICALS AND SOME OF HIS OWN SOCIAL 
DEMOCRATS. HE KNOWS NATO STATISTICIANS 

ALREADY INCLUDE THE CONSCRIPT PAY RAISE WHEN CALCU- 
LATING ACTUAL DANISH DEFENSE EXPENDITURES. 

3. COMMENT. IN REACHING HIS AVERAGE ANNUAL REAL 
INCREASE OE 3 PERCENT MOLLER IS OBVIOUSLY AND UNDERSTAND- 
ABLY INCLUDING THE CONSCRIPT PAY INCREASE. 

ACCORDING TO ARMA CALCULATIONS, IN ORDER TO 
ACHIEVE A 3 PERCENT ANNUAL AVERAGE INCREASE, OVERALL DEEENSE 
EXPENDITURES DURING THE LAST THREE YEARS OF A NEW 
AGREEMENT WOULD HAVE TO AMOUNT TO 6 PLUS PERCENT ANNUALLY. 

4. MOLLER'S SPENDING PREDICTIONS ARE SURPSINGLY 
ON THE HIGH SIDE AND MAY BE ONLY PUFEERY. IE THEY 
EVENTUATE, WE WILL HAVE LITTLE ABOUT WHICH TO 
COMPALIN. 

DEAN 
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